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LAND USE RESEARCH

RrcE FOUNDATIONOFHAWAII 03 3
700 13’shopStreetSte 1928 3 03w r~?’~
Honolulu,Hawaii 96813 II —

Phone521-4717

Fax 536-0132

February15, 2006

TheHonorableDonovanDelaCruz, Chair
CityCouncil
CityandCountyof Honolulu
Honolulu,Hawaii 96813 BY FACSIMILE: c27-691o

DearChairDelaCruzandCouncil Members:

Subject: Testimonyon Bifi No. 12, Relatingto Limits on RealPropertyTaxation

My nameis DeanUchida,ExecutiveDirectorof theLandUseResearchFoundationofHawaii

(LURF), testif~iingin regardto Bill No. 12 Relatingto Limits on RealPropertyTaxation.

ThepurposeofBill No. 12 is to establishanewway of selling realpropertytax ratessothat
initially, theaveragerealpropertytax bill for eachproperty,aswell astherevenuesderivedfrom
eachclassof property,is unchangedfrom yearto year,adjustingfor inflation. This is to provide
greaterstabilityin realpropertytaxesfor bothpropertyownersandtheCity. Underthebill, the
Council establishestheprecedingyearasthe“baseyear”andwill showadjustmentsmadeto the
realpropertytaxesbasedon theprecedingyear. Any changesgreaterthanio% or theestimated
inflation adjustmentwill requiremorediscussionandpublic input. TheCouncilandMayor
reservetheright to proposedifferent rates.

As indicatedin ourprior testimony,wesupporttheintentoftheCouncil’s actionsto providereal
propertytax relieffor theresidentsofHonolulu. Taxassessedvalues,overthelast threeyear
periodhasgoneup over i~%thefirst year,andover 20% thelasttwoyears. Withoutan
adjustmentin thetaxrate,propertyownerswill seeacorrespondingincreasein theirreal
propertytaxes.

Thisbill recognizesthatthe taxassessedrealpropertyvaluesareareflectionoftheeconomy,and
go up anddownwith themarket. Theassessedvalues,simplyprovidesamechanismfor
governmentto collectrevenuesto payfor governmentservices.Inverysimplistic terms,the
MayorandCouncil approveabudgetwhichreflectstheprioritiesofgovernmentservicesto be
provided. Thebulk ofthefundingfor theprogramsin thebudgetis generatedfrom therevenues
collectedthroughrealpropertytaxes.

Bill No. 12 providesa “safetyvalue” to stabilizerealpropertytaxesfor residents.We believethat•
thediscussionmustalsoinvolve not only howrevenuesaregeneratedbutalsohowtherevenues
arespent. Thediscussionshouldfocuson thebudgetpriorities~ theappropriateor
proportionatesharethat eachclassshouldpaybasedon theservicesprovided.
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Thefollowing tableis compiledfrom datafrom theRealPropertyTax Division, City andCounty
of Honoluluwebsite.Therevenuesarefor fiscalyear2005-2006.Improvedresidentialand
apartmentsComprise90% ofthetotal numberofrecordsor parcels,yetaccountfor roughly60%
ofthetotal realpropertytax revenues.Commercial,IndustrialandHotel/Resortrepresent
5.75%ofthetotalnumberof recordsorparcels,yetaccountfor 37.72%ofthetotal realproperty
tax revenues.While it mayappearthatimprovedresidentialandapartmentsaregettingabreak,
therealityis thatthosecostsincurredby commercial,industrialandhotel/resortbusinessesare
passedon to theHonoluluconsumer.Ultimately, residentspay.

LandUse
Class

# of
Records

% ofTotal
# of

Records

Rate
($)

Revenues
($)

% of
Total

25% Increase
($) in

Assessed
Value

Residential
(Improved)

148,402 56.54% $3.75 $256,782,277 44.14% $320,977,846

Apartment 94,610 36.04% $3.7~ $92,516,977 15..9o% $115,646,221

Commercial 6,070 2.31% $11.37 $109,358,740 i8.8o% $136,698,425

Industrial 3,840 1.46% $11.37 $56,536,574 9.72% $70,670,718
Hotel/Resort 5,188 1.98% $11.37 $53,533,677 9.20% $66,917,097
Agricultural 2,315 .88% $8.57 $6,307,305 i.o8% $7,884,132
Vacant
Agricultural

30 .oi% $8.57 $290,240 .o~% $362,800

Preservation 8oi .31% .o6% $4,343,918
Residential
(Unimproved)

748 .28% $5.72 $3,000,185 .52% $3,750,232

PublicService 475 .i8% 0 0 0 0

Total 262,479 $581,801,109 $727,251,389

In aboomingandgrowingeconomy,it maybe an opportunetimeto reassessourview oftherole
of government. Clearlydefiningourexpectationson thelevel of governmentservicesprovided
atthecountylevel allows usto properlybudgetfor theseservices.Reducingexpenseshopefully
movesustowardsa reductionin taxes. Right sizinggovernmentwhentheeconomyis doingwell
allows peoplewho work in programsthatmaynotbeapriority atthistimeto secureemployment
elsewhere.With a 2.5 %unemploymentrate,peoplewith marketableskills shouldfind
employmentopportunitiesquickly.

It is atimeto think long-termby notonly investingin infrastructurefor ourfuturebut “right-
sizing” governmentservicesatlevelsthataresustainablein bothgoodandbadeconomictimes.

Thankyou for this opportunityto expressourviews.


